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The strongest portion of the real estate field and 
RESIDENTIAL CON- one ofthe chief propsfor our entire economy is the 
STRUCTION AND REAL headlong pace at which the construction industry is 
ESTATE ACTIVITY operating. This year, total construction put in 

place is expected to approximate $19 billion. Of 
this total, nearly $14 billion will be private construction and the remainder, public 
construction. 





We believe that private residential construction in 1949 will approach $7 billion 
compared with the $7.2 billion achieved in 1948. The number of residential units 
started in June and July 1949 exceeded the number started during the corresponding 
months of 1948, and so far this year’s total residential construction volume is 
549,100. From January through July 1948 this total was 572,600 units, so the num- 
ber this year is only 23,500 (4.1%) off the near-record pace established in 1948, 


During the first half of 1949 a smaller percentage of single-family residences 
was started than in the first half of 1948. Last year, about 80% of the units started 
during the first six months were single-family units and 20% were multi-family. In 
1949, however, 75% of the new units started in the first six months were single- 
family units. These units have, for the most part, been available at lower prices 
than in 1948, and although the homes are somewhat smaller, the design and work- 
manship show improvement. 


The Survey of Consumer Finances, conducted by the Board of Governors of the 
Federal Reserve System, reveals that between 2 and 3 million families plan on buy- 
ing homes in 1949 and that they intend spending an average of $8,200. In 1948 this 
Survey indicated that between 1.7 and 2.6 million families would buy homes at an 
average cost of $7,400. Actually, 2.4 million families bought homes at an average 
cost of $9,000. These figures naturally include new and existing houses. From 
this Survey it would appear that the builders can sell all the houses they can build, 
provided they don’t build too many in the high-priced field. 


Of these 2 to 3 million buyers, 21% expect to buy homes for $5,000 or less, 
26% expect to buy in the $5,000 to $7,500 bracket, 17% in the $7,500 to $10,000 
bracket, and 30% over $10,000. Six per cent are uncertain. Almost two-thirds of 
them, therefore, expect to stay in the low-price market (less than $10,000). 


These figures all deal with nonfarm units and represent a substantial market for 
the brokerage offices to serve. We have repeated many times that 1949 can be a 
good year for energetic real estate men but have warned against overloading listings 
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with properties carrying top-heavy prices. 


The activity index is also behaving better. For the first time in a year it has 
risen for two months ina row. After reaching its postwar low of 14 points above 
the long-range computed normal in May (1949) it rose to 15.8 in June, and prelimi- 
nary figures place the July reading at 16.0 points above normal, These rises, while 
somewhat less than meteoric, at least break the monotony of a continued decline, 


This index, responding to several healthy stimuli, 
REAL ESTATE has also reversedits downward trend and has been 
MORTGAGE ACTIVITY rising slowly since April. One reason for this 

rise is the increase in the amount of mortgages the 
Federal National Mortgage Association was authorized to hold (from $1.0 to $1.5 
billion). Another is closer agreement between borrower and lender on such funda- 
mentals as interest rates and equity payments. Apparently the lenders are becom- 
ing a little less leery of the future and have lowered their sights somewhat, while 
the borrowers have become resigned to high prices and are willing to dig up a little 
more down payment. Of course, a vital part of this picture is the fact that many 
savings institutions are accumulating considerable sums that must be put to work, 


It’s hard to measure, but it seems that the lending in 1949 is striking a finer 
balance between hardheadedness and openhandedness, We certainly hope so, We 
would hate to see a continuation of the 1946-1947 lending philosophy, or a complete 
reversal toward ultraconservatism. 


Further easing of credit is under congressional consideration now. The various 
proposals will liberalize the policies of the FHA, the VA, andthe FNMA. We are 
somewhat concerned over such wholesale liberalization of credit, especially in view 
of the rapid accumulation of lendable funds, but we particularly abhor the entrance 
of the government into the direct lending field as proposed by the Senate Housing 
Bill. This bill would authorize $1.0 billion for 3%, fifty-year direct loans to non- 
profit cooperative rental housing developments and $300.0 million to the VA for di- 
rect twenty-five year loans to veterans at 4% and not to exceed $10,000 each. 


On pages 358 and 359 we show the August construc- 
CONSTRUCTION COSTS tion costs of our seven typical buildings. All of 

them continue to show slowly declining trends. 
This decline would be somewhat more rapid were it not for increasing wages in the 
building trades, Material prices, led by lumber, have dropped steadily for the past 
several months, 


The chart on page 360 shows the trend of lumber prices and building material 
prices from 1795 to June 1949 and wages from 1822 to May 1949. All figures ex- 
cept the last shown are yearly averages. Naturally the yearly average for 1949 
is unavailable so we have shown the level of these three indexes as of the latest 
information, 


Since reaching their peaks in late 1948 building material prices and lumber prices 
have declined 6% and 12%, respectively, while wages have continued ever upward. 
Naturally the drop in building material prices is caused largely by dropping lumber 
prices, since lumber is included in the building material price index. 


= 
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INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


SIX-ROOM BRICK HOUSE 

(FRAME INTERIOR)* 
Content: 23,100 cubic feet 

1,520 square feet 

Cost 1939: $ 6,400 

(27.7¢ per cubic foot; $4.21 per square foot) 
Cost today: $14,537 

(63.0¢ per cubic foot; $9.56 per square foot) 
INCREASE OVER 1939 = 127.2% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 ; 

(21.8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $12,694 

(51.0¢ per cubic foot; $10.88 per square foot) 
INCREASE OVER 1939 = 133.5% 


SIX-ROOM FRAME HOUSE* 

Content: 25,376 cubic feet 

1,650 square feet 

Cost 1939: $ 5,894 

(23.2¢ per cubic foot; $3.57 per square foot) 
Cost today: $14,344 

(56.6¢ per cubic foot; $8.68 per square foot) 
INCREASE OVER 1939 = 143.5% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: $3,117 

(25.6¢ per cubic foot; $3.14 per square foot) 
Cost today: $7,482 

(61.6¢ per cubic foot; $7.55 per square foot) 
INCREASE OVER 1939 = 140.0% 


*Costs include full basement, 














INCREASES IN BUILDING COSTS SINCE 1939 


(SAINT LOUIS) 


























COMMERCIAL BUILDING - NO BASEMENT 
Content: 115,850 cubic feet 
8,075 square feet 
Cost today: $45,927 
(39.6¢ per cubic foot; $5.69 per square foot) 


18-FAMILY BRICK APARTMENT 
(FRAME INTERIOR)* 
Content: 168,385 cubic feet 
13,260 square feet 

Cost 1939: $ 60,300 

(35.8¢ per cubic foot; $ 4.55 per square foot) 
Cost today: $140,557 

(83.5¢ per cubic foot; $10.60 per square foot) 
INCREASE OVER 1939 = 133.0°% 


Ky > 





hi bd 





30-UNIT REINFORCED 
CONCRETE APARTMENT* 
Content: 303,534 cubic feet 

21,372 square feet 

Cost 1939: $135,000 

(44.5¢ per cubic foot; $ 6.33 per square foot) 
Cost today: $297,330 

(97.8¢ per cubic foot; $13.91 per square foot) 
INCREASE OVER 1939 = 120.0% 





*Costs include full basement, 
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The foreclosure index has risen fractionally again 
FORECLOSURES from its June reading of 3.6 to 3.7. This index is 

expressedas the numberof foreclosuresper month 
per 100,000 nonfarm families. The all-time low point was reached in January 1948 
when the rate sank to 2.7 per 100,000 nonfarm families. No significant increase has 
taken place in foreclosure activity since then, 


Many of the experts seem to feel that the “correc- 
BUSINESS tive” period is over in most lines and that the 

economy is on its way towardstabilizing at a com- 
paratively high level. There are many hopeful signs to bear them out. Personally, 
we feel more optimistic than we did six weeks ago but are still not convinced that 
milk and honey will flow unchecked from now on. One healthy sign that may prove 
to be not so robust is the increase in steel production, It is possible that this in- 
crease in orders has come from buyers who do not want to get caught in the steel 
strike they fear is coming. If the strike does not come, these present buyers can 
live off their inventories. This could cause a slump in steel production later in 
the year. 


At present we believe that we will experience a few months of continued slow 
recovery and then move sideways, neither up nor down, for an indefinite period. 
We do not believe, however, as many others do, that we are to be blessed with an 
extended period (the accepted guess seems to be 10 years) of uninterrupted high 
prosperity. 


PRINCIPAL COMPONENTS OF BUILDING COSTS 
OF THE LAST [50 YEARS 
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